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Abstract 
Regional flows of federal taxes and transfers within the United States 
and Canada are used to analyze long-term fiscal flows (the redistributive 
element) and short-term  responses to regional business cycles (the 
stabilization element).  In the United States, long-run flows amount to 
22 cents in the dollar while the stabilization effect is 31 cents in the 
dollar.  In  Canada the redistributive effect is larger (39 cents) and the 
stabilization effect smaller (17 cents).  Federal flows appears to depend on 
the institutional structure of the country concerned; however, in both 
countries the redistributive element is considerably larger than the amounts 
involved in the EC Structural Funds program.  As for stabilization, national 
fiscal policies in the EC appear to have been as effective as federal 
governments in the United States and Canada in cushioning shocks to incomes. 
JJ  We are grateful to Andy Atkeson for the U.S.  data, to Youkyong Kwon 
for research assistance, and to Barry Eichengreen, Daniel Gros, Stephen 
Hall, Bruce Montador, Jean Pisani-Ferry, Steven Poloz, Jiirgen von Hagen, and 
two anonymous referees for discussion and comments.  Part of this work was 
done while Tamim Bayoumi was visiting the Bank of England, whose support he 
gratefully acknowledges.  The views expressed here are personal to the 
authors and do not represent those of the International  Monetary Fund. 